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OIR Contridution to EE-20:
THE® EFFECT ON THE COMUNISTS OF CERTAIN US

— . CouneES OF AGRT®

]

Introductory Notet Because of the military nature of the ocourses

courwes of action pomed, OIR in preparing its oomtributicus to
SE~20 has found it necessary to depart from its nowmal procedure
of limiting omtributicns to non-ilitary matters end has in thia
cage included in its discussiom items of purely militaxy character,
In the event OIR’s speculations on such militaxy matters differ
from those of ths Department of Defense, OIR, of course, defers to
the Department of Defense.
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OIR Contribution to SE-203

If the US should press the war in Korea more vigorously, using all
available veanons == including atomic == the Communiasts would orobadbly estimai:

that the US sought at & minimum to seize all Korea, It 1s highly unlikely tha!

ey

the I:ISSR and Communist China could affrrd the loss of Xorea through militery
operations without t-'ting drastic counter-measures, since they would undoubt-
edly interpret such a situation as posing prave oroblems for their security.
The initial Chinese Commnist reaction to a vigorous US offensive woull

probably be to intensify operations, Thereupon, depending uvon the success ¢f
ths US offensive, the Chinese Communists would see‘é increased Soviet aid,
possibly 1ﬁelud1ng the invocation of the Sino-Soviet Pact, Falling to securs
such aid, the Chinese Commnists would socon be comvelled to attempt renewsl
of peace negotiations or withdraw from Korea, It is unlikely that the Chinssc
Communists would attempt to reduce owressure in Korea by launching diversionary
overations in southeast Asla or against Taiwan,

; The USSR orobably would not idly watch a
Korea and would, therefore, n»nrobably increase its ald to Sino-Korean forgeg
to ths extent necessary to prevent a Communist defeat even to the point whare
a ga facto local var rould exist between the US and the USSR, As a t_'irst
meagire and as nccessery the USSR econld be exnected to commit alr force and
‘ant1=a1:rcraft units to the defense of Ma.ncimria although “robably aﬁtonpting

to cloak these units as Chinese and/or "volunteer® forces.
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I1o Shipping Embarge and laval Blookade

Do It is unlikely that any of these three courses of aotion, on the
baa'ie of their effeots upon the Chinese Communist esonomy, would impel the
Communists to take drastio military sotion to counter these measures. A
naval blockade, howsver, would inorease the danger of hostilities with the
USSR, On the basis of the Sino~Soviet Treaty of 1950, the USSR has treaty
rights to frees use of Port /rthur as a naval base and control over the port
of Deirsn, Therefore, if Pprt Arthur and Dairen were inciuded in the
blockade the Soviet Union would undoubtedly consider stoppage of its ships

& hostile aot and, at least, would make issue of this astion before oompec

tent international bodies, _

The USSR would try to step up the flow of supplies from itself and -
its European satellites to Communist China. The 'S°R would probably in-
tensify its efforts to offer sttractive trade terms to nonsCommuni¥t coun-
tries in order to sounter an embar. o and blockade and to undermine US moves
to securs compliancc with these measures, Unless these measures had serious
noonomio effects on Communist Chine, it does not appsar probable that the

USSR would openly attempt to bremk even a fullwsoale blookads by fores. It

might, however, resort to covert use of submarines and minesg,
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III, Bombing Attacks Throuszhout China

Ao A systematioc US air and naval bombardment of Commumnist China would
result in drastlo reduotion in the Chinese Communist waremaking potential,
wsrious disruption of lines of communication, practioal elimin: tion of the
industrial segment of the Chinese sconomy, and serious stroin on the Chinese
Communist capability for administrative oontrol of the country.

~ Bo The Chiness Cormunists would exploit to the fullest the propagands
opportunities afforded by US air and naval bombardment of Chins propsr and
- would, as necessary, probably seek inoreased Soviet assistance. Soviet air
units, if committed, would probably be employed in defensive sotivitiss and
initially probebly on a covert basis only, while Sovlet submarines would sesk
to interdiet US nawal units., If ospable, Chineses Communist alr unita'wouid
probebly be used offensively in attacks apainat US basea of oporation in
Japan, the Ryukyus, and on Taiwan,

If the bombardment were to threaten their administrativb control of
or drastioally ourtall the movement of troops in south China by serious dis-
ruption of commnications the Chinese Communists misht evacuate their forces
from south China in order to establish a hard core in ths north,

If Communist aontrol of any area should break down as s result of
communications difficulties, latent anti=Communist sentiment in the area
would probably ooalesce around suerrilla forses or oth'r leaders who might
assert themselves. But it is unlikely that such s movwement would gain
momsntum until & major invasion of the China mainland by enti=Communist forcee

wore effectsd,

SECR=T
SECURITY T..FOR A

Approved For Release 20 011A000600010010-2



Approved For Release 2001/08/31 : CIA-RDP79S01011A000600010010-2
A4 SECRET : y
SECJRITY INFOR™ATION

Popular reaction to US bLombing operations would depend on the nature
of the oporetions and on a number of other variables, such as dislike for
the Commmnist regims and the residue of zood-will toward the US. Prior to
the Nationalist air sttaoks on Shanghei in Fabruix;y 1950, JS cbservers in
Shangho.i‘ had estimated that if Chinese lNationalist planes were to bomb tar-
gots in the Shanghsl area popular reaction probubly would be directed
against US nationals, However, when those raids aotually did take place, soms
o!' considerable destructive proportions, 1n spite of inflemmatory Communiet
propaganda, no hostility towurd the US or US nationals was observed and nany
Chinese vere actually seen on the streets cheering on the attacking planas,
Thus in the svent of heavy .US 'bdmbnrdmnt, if systematioally directed only
%t military and strategio tar;ets and not ocarried out indisoriminately, in
spite of the inevitable Communist propacanda, reaction probably would not bs
advern; Negative attitude toward the ro-ime has prowm markedly during the
past year, Thus nuﬁeroua oiomanta of tt’w population who harbor ressntmsnt
toward the rerims would probably welsome the attacks, Then compared with the
numbers already purzed by the Communist rezime, oivilian casualties in such
ralds érobably would not appear too extreme and if the operation pave promdse
of ultimats eliminat;on of tyx_-anny and the establishment of 5. popuiarly ads

ceptable government, genuine enti-Amsriocan sentiment probably would not be

stimilated,
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IV. Support of Guerrilla Operations

Ao Guerrilla aotivities on the China mainland have besn substantially
reduced as a result of the antleguerrilla campaisn carried out by the Comm-
nist regims during the past year. Partioularly significant has been the
¢limination of key guerrilla leaders and potentisl leaders. Nevertheless,
aomi gﬁorrilla forces stlll operate in the mountainous ereas of southwest aund
south Chine and alonpy the southeast China coast. The ocapability of these
forces, howevar; is limited tc that of harsssing Communilt lines of communi-
cation dﬁd impeding the program of politiocal consolidution,

In the event of a Hationalisf landing on the China coast, it is likely
that guerrilla units would move cautiously; if, after a period of walting to
determine the scope and nature of the landing operation, it appeared that
prospsots for sucoess were good, cooperation of pro-Kuomintang guerrilla or-
ganizations oould be expeoted, besinnin: gradually and mouﬁting in direct
proportion to the succeasful development of the operation,

The limited capability of the :uerrillas could not be substantially
inoreased by external materiel aid elone. A Uationélist invasion (without
direct US purticipﬁtion) would provide a rallying point around which many
pro-Kuomintang guerrillas would probably oomlesos but, short of a US operation,
1t is unlikely that even in oconjunotion with the Nationalists the gusrrillas
oould soon become @ threat to the atability of the Communist regime. It is
not likely thet many non<Kuomintang guerrillas would be attracted by & purely
Nationalist operation, although non-Kuomintang guerrillas might bs expeoted
to take sdvantage of any dlvarstﬁn of Communist forces occasiocned by a

Nationalist oporation against the mainlend.

SECR'Z
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Bo Ai soon as- it becams evident to the chinnsé Commu:iltl'thnt gusr-
rilla sotivities were on the inorease anti-gusrrilla operatibna would be
intensified, especially if 4t beoame evident thet guerrilla forces were being
strongthened by external support. At present the guerrilla situation is under
such control that the Communists, except in & fow isolated araaa,'hnvo ro-
placed regular troops by local militia in the oonduct of the anti-guerrilia
nlmpaign°: Should the militia be incapable of coping with the situation in
any riven area regular foroes would be quiokly committed in numberd'ndoqunte
to agcomplish the missione

_ In eddition to firm military measures the Communistswould probobly
also initiaﬁo a program of terrorism to discourage support of or partioipation
in the fuerrills movemsnt,

Thess mesasurss would probably be adequate to allow the Chinese Commu-
niita to maintain control of the situation aﬁd would not require an appesal %o

the USSR for any substantial inorease in assistance.
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Vo Chinese Lationslist Attack with US Logistio Support

Ao If US ald to the Chinese Nationalists on Teiwan were expanded so as
to provide materiel needed for existing ground, air, and naval forces pPlus
such manpower as could bs reoruited on Taiwan, the Nationalists, tf;er the
minimum period of time required to train its invasion foroee, probably ocould
ostablish a siteanble bridgehead on the China coast without further US partici-
pation, thether or not a bridgehead oould be consolid: ted and expanded into
& sucagesful invasion would depend to a great degree om the reliability of
the Lationalist armies, on the 'ationalists® ability to stimulate defeotion
on the mainland, and on the l'ationalists” ability wo or-anize, train, and
. ®quip sizeable forces on the mainland,

The site of military foroes which oould be orgenized on Taiwan would
be limited by the island's populetion and soonomis resources, Under ne oigp-
oums tences could the lLationalists approsch the Communist military manpowery
hence, without active US participation, the lationalists would havﬁ to depend
on mainland aurmanfaﬁion of forces for a successful invasion, inoluding posai-
bly even the defeotion of one or more major Commmnist milltary units,

Disoontsnt on the mninlund.appaars to be strong and still mounting,
both within and outside the Commmist governmental orgonizations. ‘ny poten-
tial dissidents would be stron-ly temptedrto defect, as opportunity aroné, to
& sucaoessfully established anti<Pelepfing movement which olearly offersd some
voice ;nd plage for all rroups and leaders ready tb support the free China
cause, but they would probably not be attracted by any establishment olosely
identified with the fuomintang leadership and -system, Consequently, & purely
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Kuominteng opsrution would almost ocertsinly fail to attract the necesgary
mainland partioipants and, therefore, a Netionalist invasion with only US
logistical support would ultimately fail and would result mrely in the waste
of liatlionalist manpower.

Be The Chinese Communists would initially meot the invasion with the
forces amilable in the invaded area. Additional fo'roes probably would not
be'runhdd into the area until the socope snd nature of the invasion was deter-
mined and the extent of US partiolpation were aaaosnd, Since US forces would
not be involved, the USSR mi,ht conclude that its own air and submarine forsces
oould be used to counter the invesion without serious risk of conflict with
the JS, Howsver, the ISYR would probubly attempt to keep such intervention
oovert, In splte of commltment in Korea, the Chinese Cormmists probably
possess the wmilitary menpowsr to contuin s Nationalist landing and to meine
tain order within China but would require greatly inoressed Soviet materiel
ald, Soviet aid would probably bs substantinlly inoreased but so long ss US
. Poroes were not direotly involved in the invasion the JSSR would probably
limit its direot partioipation to the covert employment of air and submarine
unitse. Officially Mosoow would probably maintain an‘ attitude of ilonuintam:no
tion but would try to arouse world and especially Asian publi?}t?': f:half of
Pei-pting azainst "US argression,"

To soms extent, .loscow mirht not be averse to a Sino—aUS confliet which
might inorease Pelwp'ing's dependence on the USSR snd keep US troops bogred
down in a long, indeoisive war, However, .‘oscow probably would not welcome
such s development insofar as it involwsd a threat to the Pel=p®ing repime,

' SECRET
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placed excoessive strains on the Sino=Sovist alliance and/or brought about

direct Soviet involvement with the attendant risks of global war,
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V1. Chinedge Nationalist Invasion with US Logistic, Naval, and Air Support

Ao A Nationalist invasion with US logistic, nawal, and air support
would probably be construad by Pelep'ing and by the Kremlin as en indioation
of a US determination to destroy the Chinese Communist regime, Judping from
the sequence of doval.opn_ﬁnta: in the lorean war, US support of the type indi-
oated would be regarded as a prelude 4to participation in the invasion ef’ort
by US ground forces, In that oase the Chinese Communists, doapiﬁ bold pro-
paganda claims and the evidense of lomg, unbending Chiness resistence to the
Japanese, would probably estimate their surviwal potential as a de facto
government, without full Soviet intervention, inoluding partisipation of
‘Soviet ground forces, to be low,

Bo The Chinese Corm;unista' would probably immediately invoke the Sino-
Soviet Pact by pressing the USSR to enter the Far Eastern conflict on & ware
basis, If the Commnists feiled to contoin tw initial beachhead they would
probably withdraw inland from the invasion area in 6xide:'_ to oou’oezitm_"@_o their
strength and to lengthen tha linndoro lines of communication., In order to
retain the identity of an organizational aucleus, they would continue the
withdrawal procedure as far as hostile pressure would require,

‘loscow would almost certainly rezard a strong US supported Nationalist
invasion as a serious threat to its soourity interests in the Far East; oone
sequently, when it becams evident to the Kremlin that Commmist oontrol of
north China and l'anchuria appeared seriously threctened the USSR probably
would do whatever was required to uphold the rezime, rezardless of the risk

involved and ineluding, as s last regort, the open commitment of Soviet forces

SECRET
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against US forces. Howsver, so long aa Chinese oountermeesures wers
succesgsful, losocow would probably prefer to maintain the fiction of non-
intervention,

It is likely that & sucoessful inwesion, in whioch the US was sn inte-
gral, active element, would attrest an inoreasingly large segment of mainland
disoontents and would have more npbccl for potential dissidents than would
an operstion nerrowly identified with the Kuominteng, Soms influential dissi-
dents with strong personal prejudices, however, would stesdfastly refuse to
defect and it is uncertain whether key Communist milit:ry leaders, who may at
present be unhappy with developments on the meinland, would defeot to an in-

vading force that included Xuomintang elemsnts.
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VII. The Cumlstive Effect of Several or ALl of these Courses of Action

A« If the Koreen war should oontinne, the Chinese Commmist regime
would probably be onfrouted with inoressing domestic problems such as
inflsticn, popular disaffectimn, the need for tightening of administrative
coatrole, peasant problems, and even dissidence among Chinese Commmist
1saders, all of which might sericusly impair the Chinese Comumist
capabllity alme to oounter any combimaticn of the meestres discussed above.
The Chiness Commmists would probebly be most vulnerabls: to en intensiffcee
timarthoropmwar(x) coupled with a heavy naval and air bezbardment
of China (III), e aaval blockeade (IX), and a Chinsse Nationalist invesien
with U8 logistio, naval, and air support (VI); such a combination might
shake the fomdations of the Pei-ping Goverument and would thresten the
detachment of territory fram China unless the character of Soviet aid should
alter substantially. The Yegime would probebly be loalt mmnu. to a
canbination of embargo or blookede (II) and increased external support of
mainland guerrilles (III).

B. Commnist reaction t0 any oambination of the ebove oourses of
action vould be determined hy the degree of thveat inheremt in any combinatica.
Any combination of acﬁau vhich inocluded the oomtinuation of war in Ion_g
would oompel the chinuo.cmig'b- t0 tum to ths UBSR for increesed eid,
the degree and type depending on the ocurses taken. G0 long as Chinese
Cammmist forces were omsidered sufficient to neutrelize or omtain the
courses of actiom it .ﬁ likely ﬂnt, in oxder to loocalize the oonflict and
to reduce the risk of global wer, Soviet aid would be limited to mteriel
_ and covert eir and possibly naval assistance {imcreased in preportiom

SECRET
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necessary to cotmter the Us/Saticnelist measures taken). Only in the event
that Moscow believed thet Soviet security interests in the Jar East vers
threatensd would the Kremlin be 1ikely to take drestic measures; in that
event the USSR probably would do whetever vas requived to uphold Commmist
control of northemKores and of Nenchurla and North Chine, regardless of
the risk involved ami inoluding, as a last Tescrt, the open ocomitment of
Soviet forces against UB foroces.
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AUNEX Iy TRADE OF GO'MUNIST CHIKA TN 1961

Table I provides sn approximation of the trade of noneCommunist
nourtries wich Comunist China through (1) listing the trede of nop-Comminist
wountries with Hongkons emd Chine; (2) deducting the trmde of emoh country
#ith Hongkons e shown in the Hongkong trade returns; and (3) adding the
direot irade of liongkong with Chins, This table indicntes that during
Jenuery~Juns 1951, non=Communist sountries exported 4328 million to, and im-
porded 136 million from, Communist China,

If these data are adjusted to imclude or exolude appropriate transport
425%8 and to allow for tims lagsin tranaif, it ie probable thant the estimate
of Chinese Communist imports would be larger, and the estimats of exports
smailer. than indicated by the above totals. Assumin: thess adjustments at
iQ psroent of the trade wvalues, Chinese CQmmuniQt trade with noneCommumist
wountries during JanuaryeJuns 1961 could be rou;hly estimated at irports of

L3680 million and exports of 4120 million, and may be compared with the 1960

trede estimstes,las followa:

COLUNIST CHIUA'S TRADE WITH NON=-CIZfINIST COUITRIES
{in millions of US dollars)

Imports Exports Trade

Balance

Jan,=Juns 1960 $112 $170 £ s58

JulyeDeo. 1850 302 230 - 72

Jallo=June 198% 380 120 = 240
ITTCFTIR-6677, A New Estimate of Communist Chipse‘s Foreirn Trede in 1950
November 19, 1951, Confidentisl. a o
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“hile Chinm has normally deen shle to finance en import balsnce
through the receipt of overseas Chinese remiiiances, amd this ompability has
besa tewporarily enhenced through official purchases or seirzures of private
hoards of preclous metals and foreign currency, it is probable that the finan-
oing of the import balanao in the first half of 1961 has sharply reduced the
exchanga balances available to the Chinese comniataa The Chinese Communistr:
have cdmitted offioially that exchange balsnces mr.o drewn down in 1951 osten.
2ibly as a hedge against inflation in the mst,.whi}a Hon};ﬁopg merchants have
oxpressed the belief that foreign exohange shortages wore responsible in part
for a deoline in the ao’tiviti..u of Chiness Commnist purchasing agencies in
Hongkong during the last half of 1951,

Table I indicates that approximately twoothirds of the trade of none
Communiet sountries with China was conduoted through Konskong. Table II shows
Honprkong's recorded exports to Cormunist China for the first threse quarters
of 1951. The decline in the third quarter exports was sharp, nnd Wa8 ooncenc
trated in the orude rubber and the metals and metal manufactures oatororiea,

The importance of ion:'cong in the trade of Communist China warrents an
exanination of the size and structure of ilon~konz's trade. Table III shows
the composition of lLongkong's trade from 1949 throuzh the third quarter of
1961, The total value of Lon kong'e trade increased over this period up to
the first quarter of 1961, but declined in the second and third quarters of

1951 to the lowest dollar value aince ﬁhe bs-inning of the Xorean war, If ad-
Justonts for price inoreases in terms of US dollars were. made, 1t ie probable
thet trade volume in the third quarter of 1951 would be smallsr than the avers:
quarterly trade in 1949. Similarly the data in Tabls IV shows that ooean shiy.

pPing tonnage and cergo tonnage in longkong's foreirn trade in the third quarte:
of 1961 were the smallest of any period since 1949,
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£

“oneroed dmvoris of llonrkons are belicved to refleet accurately

L oinnorig, since tiere -as been littia incentive to cvade customs
~f dmoores i ©is free  ort {at loest until June 1051 vhen

3o--itt eorntpols over immorts vere instituted to implament exrort controls).

v is. howeor, in addition to recorded oxrorts, a certzin but unknown

4ty of 9xnors amurcline to China, encourared formerly by hirh Chinese

v on Larsiva and at present b Hongkonr ex-ort restrictions.

¥
i

fille 1t 13 not possible to estimte the lovel of srwr led exnorts
WL eny acevrecy from prosent informotion, it'is porhaps worthw:ile to
~ramine the disnosition of i.onckenrte Lﬁnorﬁs. in an atten;}h to obtain

* - rareotive of the probable : :rnitudes of simrrled ax:orts. Table V
L. = erude estirmate of the flow of trede ¢! rous lonrkons v iech berins:
#ith the known inrorts, deduets estirnted Hongkonr co sumption, ~nd

wide the value added by Honglione inlustrr ond comrerec to exports to
notain total roods availabie for exnort. T -e deduction of recorded exoris
‘rom this firure would, if ceocurste, refloct either srmi-rled exporis or
#n inereane in cormercicl stoels in llonckonp, From January 1C4¢ to
Septenter 1951 ¢ ia residual firure is s own in Table V at an annual
“verare of $20 mlllion. While no brief ic i:eld for t-e accurney of tiis
firure, any substantial inerec~c in its macnitude would losrdeal- y involve
@hances in whet are belicved to be reasonable emtimntes of Honglrong
songumption of im orted ~oods nnd the 2c-oprt marl:-up of inmnorted roode,
The data surreat 4 1t smur-J4 4n th. firct ha—lf of 1¢51 involved a

aore Lion cormensurate redue ion in carnereial s'oeks in loal-on-,

¥
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Tha Chinese Compunists have rade few statenents concerning 1'.eir
- uraien hreade in 1951, exd ¢ ese ore mworly defined (.nd smbipfuous. Un
vresbap 1, €51, dnta in percentare form wes published on Comrmnist

s ts Ferwirn trade "to clut.ca""‘u!:i.l:!n9 if reflecting bone fide customs

. 7wy gould have referred to no more tran the first seven months of the

swsviia wers atated to jave increased over tie whole of 1950 by 26
poercent sccordaing to one translution and by 126 nercent according to
arovher, The increcse may also have been measured in U3 dollars rather
fhan Chiness currency (w-ich apprecizted in terms of US dollars by

searly one-third betwéen 1950 and 1951) in order to cxarrerate t ¢ percentage

increase in export valuesos?‘ With 1950 exrorts placed at US §575 million

t

or .MP 18,8 b111ich on the basis of rrevious Clincse Commnist data,
¥y norts durins Jamzary-Julﬁr 1951 may have been:
51) US §725 million - incre—se of 26 p:reent of US dollrr walue.
(2) $1,130 * - . .w ® @ ® Chinese Yusn "

{3) $1,300 * . @ " 126 ¢ ® USdollar O
{4) $2,025 9 . m LN * Chinese Yusn "

TN AW . @ Bk b 7 S0 R

i, It is presumed th~t t 15 dota refers to tho firat seven months of 1952,
ali' ourh 1t is possible that it could refer to the firsi nine nonths with
%rade estimates for the 1'st two months. In the latter case, the export
sstimate developed below for seven ronths would be th~t for nine nonths,
but the import estimate for nine nonths would be incre.sed over the .
astimite develored below for seven moths, res: 1tin: in o substantial
ingrarse in the im ort balance.

2, The ex-regssion of trade values In terms of U3 dollars would not be
i1llo~1ienl, ~iuce t'o Sino-Soviet lorn and brrter trade ncreemonts are
alleredly stetel in U dollny volucs,
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iEnres to non-Cormunist countries were stated to be 22 nersant of
ihe tobal svvorts,  Un the firat egtimte above, such axports would
1T NG e #160 miilion and would be rouslly compatibls with the trade
= of non-Grmmmniat countries. The other thres satimates are not
e veiible vith the trade dets of non-Oommmist countrias nor are they
cousistent with available information werarding O fna's exvort
canabilities,

Imports from non-Comrmnist countrdies were steoted to havb been 30 percent
of total imports, On tl.e basis of available trude data fyom non-Comrmniat
aonntries, it may be estiimated tlat ouch imports (including smuprling)
wayv have amounted to 34208450 million, and thnt total imports then
amounted to $1,400-81,500 nillion, _

It may be nited that, in contrast to tho publiecity over tl.e 1650
foreien trade in which the export balance vas emphasized as an indication
of Gomrmniat Chine's economie atrencth and inden:ndence, there has been
710 indieation of the relatin of exports to inports in 195) or the
felntion of 1951 imports to 1950 imports. This narled silence 8.rpeata
that there has, in fact, been a larre inereage in ‘n orts with reaulting
sipnificant inport balanca,
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“hs trade of Communist China, on the besis of those estimetes, would

e ez followas

{in mi1lions of US dollars)

Hon~Comminiat
Yerlod Soviet bhlog Gountries T ,
*mporte Fomorts  Iwports Exporte Importe Exports
1950, Jan/Jane 17 52 112 170 129 222
1950, July/Dec 9% 123 302 230 - 396 353
1961, Jan/July 980<1,050 565 420=-450 160 1.400=1,800 725

Intelligence recorts from Communist China indicate that the pricds used
in the barter trade agreemsnts batween China and other Commanist countriec
ara genérany infleted over world prices. With the bulx of 1951 trade coming
under such barter trade agreements, it is probable that imvort and export vale
ues nave bean exagrerated to soms extent,

Heverthaless, these figures indicate s tremendous growth in imports, a
continmed exvansion of exvworts, and the existonce of a very large import bel-
ance. Imports of US $1 billion from the Soviet bloc during Jamuary-July 1951
vere orobably composeu almost entirely of military materiml, Although there
is evidence .of some Soviet products such as petroleum, appearing in civilian
uarkets these would amount to only a small fraction of he indicated imvort
values., An expansion of exports over 1950 levels is not unreasonable follow-
ing the considerable improvement of the normal 1950 farm production over the
disastrous 1949 harvests, tut it s unli'zely tha*r; total 19E1 exnorts would
exceed US $1 billion, an'increase of three-quarters over 1950, The Jamarye
July 1951 export values, then, may be over-=valued or nay refloct abnormal

shipments in the first half of the vear which cannot be maintained in the
second half of ths year. _
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he trmort balames with both the Soviet dloc and ¢he nor<Communist
cownsiries is considerably in excess of any reasonable ostimate of Chinals
~vz1lable eaxchanese rescurccs and sugsseats that China hse received cubstantial
~oTiel s2zistanca iu financine thie im10ort balance. While the exhsnstion of
#72s s axgranss resources would not necessarily 1imit Chinn's adility to im-
errd L PG AGE=Gommainiat countries, it does increases China‘s dependomce upon
T Lsvien uniew toe Tinenedal assistance to maintain immerts from both the

coviast dloe and nomeCorunist countriee, and would therefore increase Soviet

it iusnce over the direction of Chima’s foreign trads,
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Jatla 1, ESTIMATS OF TRADE JF RONCONEINIST COUNTRIES wWITII COMIUNIST CHINA,
SoRUARY «JUHE 1951
{in millions of US dollars)

Inmports
fron Chine,

Hongkong

~
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%s UCelafs costs ostimated at 10 percent of trade for Europs and Wester:

Hemisphere and 6 poroent for Asla and iiear East,

January=June trade of

third countries 1s compared with the six-monthts trade of Hongkong for tiw
period indicated by the estimated timse<lag of goods in transit, as folliws.
Twd montha for Europes, Western Hemisphsre; ons month for Asia, Near East

Cooenla, except for Indochina and Japan where trade is compared for the csi

monthee

ba Trade data not available for the period, but %arachi ootton reports -
dicate direat exvorts of 118,982 bales of cotton, v.lusd at about US §$3i
million, %o Communist Chinaa
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isile 2., HOMOEONG EIPORI‘S TO CHINA, By Selected Groups an~ Commodities,
Janvnry - September 1951

[ £ . Value (In {05 millien
onit  Jan<dar/Apr-Yin/Jal-Sep® Jen = Mar [ Apr -~ Sig 7 fﬁﬁl '

+  Teme thon US 850,000, ‘
- Hobe: Hongkong dollaxs converted to US dollars et tho following estimated open

S}Eﬁ:’i
5“"& 1..7 2#6
171 3 Q 1.8 D A
Pats meheriala ' |
- & 3 7 ‘1 %' 3
Yaturel indigo ¥ %6 29 16 2 5.6 e L1 201 oA
Hitratos : ) ’ o
. {Tfextilizer) ¥ 270 570 ;
' Crude zubber 7 L&k 158 “ 33'3 113»% -
tigtor tives vpieces 23,000 278 0 . : .
- Jewmprint . 000 ’ = 15 &8 : N
; . wicwls 191 78 191 1.6 6 Yy
b Perhiion : 8.8 ! |
il 200 3. 1.2 6.6
: nieces 1761 1549 764 1.1 1.2 7
. Mstals, mfraes. 7
Tron & stosl: 25+ 383 8:3
Hara, reds 000 :
N pi?'uls 187 168 L 12 L7 5.0 L
litre 8l ol 5 1.1 1.3 )
Ctalvanized : ’ -
‘ cheots ¥ : ¢
Plates/amr & < * -6 1.3 N
1/8¢ o ik 203 2
2e o b
Pipes = @ S1 113 9 1 § Izt g 2
Taxtile i - ) ’ "
Iﬁaﬁlﬁn@@ bt NaA. 0. el ¢ i
Hutor vahiclems : ’ e T -6 o
cmd chasgis  units 485 2hs 10 9 o
NMeotor vehi cles - ] )
. ﬁg’pd Parbs - o Nallae N.8, n.a, 2-1 5.9 s
Gt 5.5
hor | 3.5 5.7 3.8
Total | 120.3 90.2 51.9
'z:‘;':w ¥ive group totals nre Por July-September. Sub items are July-Avgust only
%, Picnl o 50 He. . ) )

narket vetes (per UB dollar): Jen-Map 1951, HK $6.003; Apr-June 1951, HX $6.20;
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a. Hongkeng Jollars comverted to US dollars at the fo
market rates (per US dollar): 1049, HK $5.65;
IK $6.00; Aprefune 1951, BK $6.20;

July-Sept 1951, ER 46
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Table 3. - .

Inports Total Foodstuffs ,Mf;:ﬁh © Textiles :';::
Colendar 1949 21.7 24,9 46.9 23.6 16.5
First half, 1950 1%2.9 26.3 535.3 .2 16.9
Second half, 1950 170.% 37.0 73.4 33.3 10.7
January-March 1951  222.2 35.4 100.7 49.0 26,7
AprileJune 1951 203.1 3%.6 89.3 37.0 29.5
July-Beptember 1951 - 158.2 32.9 61.6 26.2 26.1

orts
Calendar 1949 102.7 .7 4.7 28.7 9.6
Firet half, 1950 114.2 16.2 k2.9 35.9 12.6
Second half, 1950 183.3 19.5 79.0 48.4 12.6
Januar.y-mréh 1951 = 258.2 27.7 6.2 59.6 37.1
April-June 1951 206.0 16.3 80.5 k6.5 43,1
July-September 1951 126.9 16.6 51.k 32.3 16.3

1lloving estimated open
1950, HK $6!;3 H

Othex

9.8

7.2

16.0
10.4
12,7
1.k

9.0
6.6
23.8
17.6
19.8
10.3

Jan-¥axr 1951,
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Tadle 4. SHIFPING 1IN THE BONGEONG TRADE
(Quarborly ntu in thousands of metric tons)

' ArXrivals l_)%rturu ‘
W o. B p

Ooceon Shim-;a Ships Tonnage - Carxgo Ships Tonnege Carpo

1949 N7 2,473 817 913 2,40 384
1950 . 861 2,91 960 813 2;507 557
1951 - Janaxr 765 1,98 94 - 765 2,039 555
~ Apretune - 708 2,000 863 75 1,991 b
- Juy-Gept 695 1,898 T3 69 1,995 s
River Shippine _
1549 1,011 490 25 1,008 199 51
1950 843 6% 2 843 622 27
1951 = Jonedar . sio . usy 13 535 485 20 |
Apr<June 548 Lg2 10 546 479 25
July-Gept 586 482 9 592 ¥ 3
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Teble 5, TERTATIVE ESTIVATE OF THE FLOW OF TRADE THROUGH HONGKONG‘
(in millions of US dollars)

Jane Julye
) June Sept,
1949 1960 1961 1951

Resorded imports 487 606 426 i68
Lesss Hongkong consumption® 109 163 8s 4
Imports svailable for -

reexport 378 4563 839 114
Pluss Export markup® 67 114 84 28

HK export mfrs, =] a 28 11

Available exports 461 598 461 163
less; recorded exp's to areas

other than China and ’facau 283 328 2564 76
Available exports for China,

meau o 168 270 197 78
Recorded exports to Chins,

“cau 127 287 210 52

Smiggled exports or ohangss
in HEK ocomm, stooksd 41 3 =13 26

&, Hongkong dollars converted to US dollars at the following estimated open
market rates per JS dollar: 1949, HE 45,65 1950, HX $6,25; Jan.~June, 1951,
HK 3.61;103' July—Sept., 1951' HX sao“o . '

bo Hon konpg consumption estimated as followss Food imports less half of
food exports (representing the estimated import content of food exports);
estimated oonsumption of imports of consum:r goods manufaotures of 10 per
sunum per oapite; business consumption of imported fuels, raw materials,

and capital goods of 20 million in 1949, $30 million in 1960, and $40
million in nine months of 19561 (a growth proportionate to that of Hongkong
oxports of local manufactures), Jan-Nn  Jul

1949 lase 195% 19561

Food importa 100 127 70 33
Balf, food exp. 29 26 22 8
Consumption; - - - —
Food imports 71 101 48 26
Imports, consumer mfrs. 18 22 11 -]

Imparts for business . '
consumption 20 30 27 s
‘Total . 1089 163 88 44

Footnotes 6. and d. camtinued om next page.
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Footnotes oontinued (for Tadble 3).

¢e Export markeup estimated at 16 peroent in 1949 when trade conditions
were relatively poor, and at 26 peroent in 1960 and 1951,

de This is a residual figure of which the two main componen:s would be
smur-led (unrecorded) exports to China and changes in l.ongkong commercial
stocke, It is belleved that commeroial stocks were inoreased tiirough 1949
and the firset half of 1960 and were drawn down in the last half of 1960
and the first half of 1961l. Unrecorded exports have probably inoreased
steadily,
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